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This publication, the financial statements
and the separate edition‘Rabobank Group
Annual Report 2006' together form the
annual report, the financial statements
and other information of the Codperatieve
Centrale Raiffeisen-Boerenleenbank B.A.




General information

Rabobank Group {‘Rabobank’} is a cooperative organisation whose core
omprises 188 local Rabobanks in the Netherlands with over 1,200
yancnes. Rabobank comprises the local cooperative Rabobanks in the
Netherlands, the central organisaticn Coéperatieve Centrale Raiffeisen-
Joerenleenbank B.A. (Rabobank Nederland} and a number of specialised

subsidiaries. Rabobank provides services in the form of public sector

lending, corporate banking and investment banking, asset management
and leasing in many countries throughout the world. Rabobank puts
the common interests of people and communities first. Internationally,

Rababank aims to be the best food & agri bank with a strong presence
n the major food & agri countries around the world, Rabobank operates

in 42 countries and employs over 56,000 pecple.

Rabobank Nederland is a cooperative whose capital is divided into
shares. It is largely the product of a merger on 1 December 1572 of the
wo largesi Dutch cooperative entities at the time. Rabobank Nederland
has its registered office in Amsterdam and is established under Dutch
law for an indefinite period. Rabobank Nederland is registered at the
Trade Registry of the Amsterdam Chamber of Cornmerce under number
30046259

fembership of Rabobank Nederland is open to cooperative banks
vhose Articles of Assaciation have been approved by Rabobank
Nederland.

The aciivities of Rabobank Nederland can be roughly divided into two
categories. First, its role as ceniral bank for the local Rabobanks in which
role it encourages the establishment, continuation and devetopment of
cooperative banks, and for its members in which role it concludes
agreements with them, negotiates their rights and undertakes
obligations on their behalf insofar as these obligations have the same
consequences for all members. Second, Rabobank Nederland's own
banking activities, which supplement and are independent of the
activities of the local Rabobanks.

The local Rabobanks are constituent parts of an organisation of
cooperative entities incorporated under Dutch law; the majority of the
members are clients. At 31 December 2006, the local Rabobanks had
approximately 1,640,000 members.

Address:
Croeselaan 18
PO. Box 17100
3500 HG Utrecht
The Netherlands

Internet;
www.rabobank.com
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Consolidated balance sheet

) i i i } ) At 31_December
In millions of euros ] Note 2006 2005
éssets B B _— _ : B )

Cash arjd cash equivalen_ts o ) o o 6 ) 1,630 ) 2523
Due from other banks i _ o 49,086 53,065
Trading financial assets o _ o i 8 7 36,789 3901
Other financial assets at fair value through profit and loss ) 79 7 B 21,468 7 17;449
Derivgtive financial instrumenté . i 1_0 - 18,9§2 N ) 24,135
Lpans to customers N i N o : o 1_1 o 354,‘924 304;451
Available-for-sale financial asse'ts - ;2 - 48,§61 _ 48,644
ljel_d-!g—matgrity ﬁganci_‘;:llr_assgg_ o B o o _'@ - i 1;89 ) 1,908
Investments in asspciatei o 14 N 3;250 7 2,9717
Goodv!ill and othelintqn_gibleuassetsl o ; B Li iS B ) 1,544 7 7 7252
Property and equipment - 7 ) 7 B ;6 5,022 7 3;1 15
Investment properties ) - - ;7_ - 1,—338 - ) _768
ajrrent tax assets B I S ] ) _ 1_76 -210
Deferrgd taxassets _ o ; . o '3; 7: 7: l:{?? N I_,S'/'S
Otherassets } s 10009 6,096
Total assets B - B ) o ) B : j - 556455 ~ 506,573




At_31 Dec_em_ber

In mil_lions ofeur-os_ o L ) ”No.te - - iOOE_» o 2005
Liabilities _ - 7

Due to other banks T e s 109,749
Due to customers i o T ) ) S 20 o 215,89‘.5 186,427
Debt securiﬁesinissué R _ 7 . _ l o 21 . 128,0667 - 115,952
Derivati\;e ﬁnancial_ins_trup‘\e_ntsér:nd_otﬂer’trraae Iiabjlitigs ) 7 ‘ 1£) 7 ‘26,é94

31,182

7066
23804
Provis_ion_s 7 ) 24 7 1,175 931

Othei debts ~ i 22 10,649

Other financial liabilities at fair value through profitand loss _ 23 26,270 -

Current tax Ii_abifities 172 283

De_ferred taxliabiliti_es_ o - o _ ~ ZE_j;i - _836; i o 6%)8
Emplgyee bgneﬂts_ o L 26 1;223 o 1,437
Surbordin-ateddebt T T S _27; - “—“2;50_ T -2,645
Totalliabilies " sygm 480,224

quity o

Equity_of_R:_sbob_ank_NeglerIand apd Ioca_l Rabobanks o 29 17,426 o 15450
Rabobank Member Certificates issued by group companies , , 30 5,808 5811

’ _ 23.234 21260
’ Trust Preferred Securities |l to Vi issued by group companies 3 1,959 2,092

Minority interests o ) ) o 32 4,184 2996

Total equity o ) ) 29,377 26,349

Total equity and liabilities

556,455 506,573




Consolidated profit and loss account

For the year ended 31 December

tn &:i"ions ofeu}os 7 o o -Note 5066 S :2005
Interest i_-ncome- ) . o ) 33 25,059 _7 . ]9-,716
Interest expense 33 18,587 13,455
Interest . ) i 3-3 7 6,472 ] 6,201
Fee a_nd ;ommissi-on incc-»m:; ) ‘ 34 2,741 -~ - 2482
Fe-e ar.*nd -commissic_an expen;f.e ) : ) ) - S 445 432
Fees and comn-1is;ior-| ) '_ o ) ) 34 20 2,060
Incor;\e t-’rom associatesi 7 o 7 ) - 35 ' 556 578
N;t income from ﬁnaﬁci;I assets and liabilities at fair value

through profitandloss i .36 46 (149)
Gains on availéble_r-fol'-sale financial assets 12 7 _ o 38
Other . - L 472 571
ome 77 * T TToms o
saffcosts o 8 a7 s
Other aélminist-;rative-exper{ses ) h o ) 39 2,429 2,031
Dep;eciation and_arﬁ_ortisaaorT - v 49 £z - i
O—pel-'ati-ng e)(|;en-se§ . o - 6,887 6,242
Valueadjustmrentis S ) __ 41 450 o 517
O—pe;ati—ng prqﬁt-before; ta}ta:io;\. S : ) :ﬁ o ) oanz - 2604
'I:éxa&ioﬁ i o _ B : o 42 367 _ 521
N;et;)roﬁt L _7 L o 2,345_ o _2,0_83




In millions of euros

QOf which z?ttributgble’to Rabobank Nederland and local Rapobank§ 29 o )
Of which attributable to holders of Rabobank Member Certificates 30 277 211

Of which attributable to Trust Preferred Securities Il to VI £} 110 1_11
Of_which attributable to minority interests 32 201 184

Net profit for the year

See the notes to the consolidated financial statements.




Consolidated statement of changes in equity

C

Equity of Rabobank Rabobank

Nederland and Member Trust Preferred Minority Total
In millions of euros local Rabebanks Certificates Securities Il to W interests equity
At 1 January 2005 14,018 3840 187 3269 23,004
(Note 29)
Arising in the period {after taxation): ) i
Net fair value changes - available- )
for-sale financial assets (74) - ) - i - (174)
Net fair value changes
- c_ash flow hedges 1 - ) - - 1
Other changes 7 12 - i - - 12
Currency translation differences o 22 - 215 328 565
Reclassified to net profit for the
year - available-for-sale financial
assets ] {132) - - - {132)
Total income and expense for the
year reco'gnised_ditectly in equity _ (271) - _ 215 ) 328 272
Net profit for the year 1,577 211 111 184 2,083
Total income and expense 1,306 211 326 312 2,355
Issue of Rabobank Member '
Certificates and Trust Preferred
Securities Il to VI B ) - 197 ~ - - 1,971
Payment on Rabobank Member
Certificates and Trust Preferred
Securities |l to V! - (211) (1) - (322)
Other . 126 - - (785 _ (659)

581 2,092 2,996_ 2_6,3*39

At 31 Decembelz 2005 ) _ 15450




}Equity oerabobank Rabobank

Nederland and Member Trust Preferred Minority Total
In millions of euros local Rabohanks Certificates Securities Il to VI interests equity
At 1 January 2006 o ) i 15,45__0 S,_B11 2,092__" ) 2,9;_6 _2i_67349
(Nc_Jte 29) 7 7 i ) )
Arising in the period (after taxation): )
Net fair value changes - available-
for-sale financial assets (277) - _ - - (277)
Net fair valué changgs‘— associétes i _ 94 _ - - i - 94
Net fair value changes - cash flow
hedges ) ) B B N (16) o - i - i - e
Other changes " - l _ - - _n
Currency trgp_slapion cEfferences - i (4 - o {133) i (191) (338)
Reclassified to net profit for the
year - available-for-sale financial
assets 295 - - - 295
Total income_ and ex;ense for-éhe-
year recognised directly in equity 93 i - {133) (191} (231)
Net _proﬂt for-the year i - 1,757-r 277 10 201 2,345
Total income and expense 1,850 77 (23) 10 2,114
Issue of Rab'()-bank Me;nber - : 7
Certificates and Trust Preferred
Securities lll to VI 7 N - - B - - -
Payment on Rabobank Member
Certificates and Trust Preferred
Securities i to VI 7 B - - (277) (110) _ _ - _(387)
Other B 126 (3} ‘ - 1,178 ‘ 1,301
At ?1 Decen%_bér 2006_ 7 17,4_26 5,808 . 1,959_ 4,184 29,377




Consolidated cash flow statement

[+ |

For the year ended 31 December

In millions of euros 2006 2005

Cash flows from operating activities

Operating proﬁt before raxation B _ o ) . L - -_2:712- i ‘ t2,604
Adjusted for: i ) h _

Non- cash items recognised in prof' it and !oss ; ) B ~ w o ; o
Depreciation and amortisation B B o “7_ o “ 7 ) :341 7 346
Value adjustments o t o o o : _ _; _ _7450 ) : S 517
Result on sale of property and equipment i L e N (1-2)
Share of (profit) of associates and result on sale of subSIdlarle; 7 ~ L o 7-(—5-27)7 ] 7_7 -”(218)
Fair value results on investment properties - ) __ 2 ) ) _ 1

Fair value results on financial assets and liabilities at fair value

through profit and loss ) - 3 _ 7 - (246) 146
Net result on available-for-sale financial assets __ -,-,,_ . B -,i (7) {38)
o o ) B o ) __._ o : w N B 7m0 3346
Ner_change in operating assets: _ o , ) vi B o B o _; o
Due from other banks j - e 1,387
Tradlng financial asset‘s__ -: o o W_ ) B o 3 é252 . (5,741)
Derivative financial instruments o _ ) _ i 5,1437_ - , : -_7,960
Net change i in non- tradlng Fnancral assets at fair val—u_e through proft and loss : h —"(:0-1 9) __A ' ) 2,2_19
Loans to customers {(50473) (3_0,337)

Net change in liabilities relating to operating activities

Deriyative financial instrL_rments g\_nd other trade Iiabi_lities B : o (i,488) - B (QOQO)
Due to customers B . rj 29472 8956
Deﬁl_:t_tr securitie_s in issuei B L __; _ _ :_ o __7 12074 18472
Other debts o L ass o
Income tax pald . . e - (BO%)  (634)
Other changes {2005: mainly attrlbutable to dlsposal of Interpolls) 7 (2.285) (18,681)
Net cash flow_from operating activities B S i ) :: ___leos (1,494)
—




m]

For the year ended 31 December

2005

In millions of eurcs 2006

Cash 1 flows frorn m investing actlwtles o - )

Acqwsmon of subsadlanes net of cash and cash equlvalents acqu1red 1,714 21
Disposal of subsidiaries net of cash and cash equwalents disposed 3 2
Acquisition of property. and equipment and investment properties (646) (456}
Proceeds from sale of property and equipment 330 318
Acqunsmon of avanlable for-sale fnancnal assets and held to- matunty fnancnal assets (16,160) (14,885}
Proceeds from sale and repayment of available-for-sale financial assets and

held to-maturity fi f'nanCIa! assets i 12,861 10,286
Net cash ﬂow from |nvest|ng actlwtles (1,898) (4,756)
Cash flows from f'nancmg actlwtles

Proceeds from issue of Rabobank Member er Certificates 2,000
Proceeds from issue of subordinated debt instruments _ ) 1,000
Payment on Rabobank Member Certuf‘cates and Trust Preferred Securities [l to VI (387) (322)
Repayment ofsubordlnated debl e (13) (774)
Net cash flow from financing activities {400) 1,504
Net change in cash and cash equivalents {1,293) (4,346)
Cash and cash equuvalents at beglnnlng of year 2,923 7.269
Cash and cash equivalents at end of year i i 1,630 2,923
The cash ﬂows from mte_:ie‘sia_rg '9&“’9’?1'" the net cash flow from | operating activities. o

Interest income o 7 o 24,675 19,730
Interest expense 17,740 13,586




Notes to the
consolidated financial
statements

1 Basis of consolidation

Rabobank Group (‘Rabobank’) comprises the local Rabobanks (Members’} in the Netherlands, the ceniral cooperative
Rabobank Nederland and other specialised subsidiaries. Together they form Rabobank Group and Rabobank Nederland,
which advises the Members and assists them in the provision of their services. Rabobank Nederland also advises the
Members on behalf of De Nederlandsche Bank (the Dutch central bank). Rabobank's cooperative structure has several
executive levels, each with its own duties and responsibilities.

In IFRS terms, Rabobank Nederland exercises control over the local Rabobanks.

The consolidated financial statements of Rabobank include the financial information of Rabobank Nederland and that of

the Members and the other group companies.

2 Accounting policies

The main accounting policies used in preparing these consclidated financial statements are explained below,

2.1 General

The consolidated financial statements of Rabobank have been prepared in accardance with tnternational Financial
Reporting Standards (IFRS’) as approved by the European Union. No new standards were applied in 2006.

The consolidated financial staternents have been prepared on the basis of the accounting policies outlined below.
The remaining assets and liabilities are accounted for on a historical cost basis, unless otherwise stated.

Unless otherwise stated, all amounts in these financial statements are in millions of euros,

2.1.1 Changes in classification of results and balance sheet items

Up to 2006, interest income and interest expense on interest rate derivative financial instruments were presented under
interest earnings to the extent that these derivative financial instruments were included in a hedge accounting position.
Due in part to a mere enhanced understanding of results on derivative financial instruments and the financial reporting on
those results, interest income and expense on derivative financial instruments applied by the bank to control interest rate
risks in the non-trading books are recognised under interest. Interest for 2005 is 117 lower as a consequence of this
adjustment. Total of income remains unchanged as the result on these derivative financial instrurments was recognised as
trading result or other income in the previous financial year.

For comparison purposes, the income from Interpolis insurance business recorded last year has been recognised under
income from associates, which also includes the result of Eureko.

A portion of the commission is more similar in nature to interest and was therefore reclassified for 2005.

Insofar as other enhanced insights prompted reclassifications, the comparative figures have been restated.

These reclassifications did not affect profit or equity.




2.1.2 Estimates

The preparation of the financial statements requires management to make estimates and assumptions that affect the
amounts reported for assets and liakilities and the reporting of contingent assets and liabilities at the date of the financial
statements, as well as the amounts reporied for income and expenses during the reporting period. The situations that are
assessed based on available financial data and information mainly concern the determination of the provision for doubtfut
debits, the fair value of assets and liabilities and impairments. Although management based their estimates on the most
careful assessment of the current circumstances and activities, the actual results might deviate from these estimates.

2.2 Group financial statements

2.2.1 Subsidiaries

Subsidiaries and other entities (including special purpose entities} over which Rabobank exercises control, directly or
indirectly, are consolidated. The assets, liabilities and results of these entities are consolidated in full,

Subsidiaries are consolidated from the date Rabebank obtains control, and cease to be consolidated on the date that this
control ends. All intra-group transacticns, balances and unrealised gains and losses on transactions between business units
of Rabobank are eliminated as part of the consolidaticn.

2.2.2 loint ventures

The interests of Rabobank in entities where centrol is shared are consolidated proportionally. With this method, Rabobank
includes its share of the income and expenses, assets and liakilities, and cash flows of the various joint ventures in the
relevant items of its financial statements.

2.2.3 Investments in associates

Investments in associates are recognised in accordance with the equity method. with this method, Rabobank’s share of
the profits and losses of an asscciate (after the acquisition) is recognised in profit and loss, and its share of the ¢hanges in
reserves after the acquisition is recognised in reserves, The cumulative changes after acquisition are adjustments o the
cost of the investment.

Associates are entities over which Rabobank has significant influence and usually holds between 209% and 509 of the
voting rights but does not exercise contro). Unrealised gains on transactions between Rabobank and its associates are
eliminated in proportion to the size of Rabobank’s interest in the associates. Unrealised losses are also eliminated unless
the transaction indicates that an impairment loss should be recognised on the asset transferred. Investments by Rabobank
in associaies include the goodwill acquired. If Rabobank’s share in the losses of an associate equals or exceeds its interest
in the associate, Rabobank will not recognise any more losses of the associate unless Rabobank has given undertakings
or made payments on behalf of this associate. Investments in associates over which Rabobank does not have significant
influence are recognised at cost.




2.3 Derivative financial instruments and hedging

231  General

Derivative financial instrurnents generally mean foreign currency contracts, currency and interest rate futures, forward rate
agreements, currency and interest rate swaps, and currency and interest rate options {written as well as acquired).
Derivative financial instruments might be traded on an exchange or as over-the-counter (OTC) instruments between
Rabobank and a client. All derivative financial instruments are recognised at fair value, The fair value is determined using
listed market prices, prices offered by traders, cash-flow discounting models and option valuaticn models based on current
market prices and contracted prices for the underlying instruments, as well as the time value of meney, yield curves and
the valatility of the underlying assets and liabilities, All derivative financial instruments are included under assets if their fair
velue is positive and under liabilities if their fair value is negative.

Derivative financial instruments embedded in other financial instruments are treated separately if their risks and
characteristics are not closely related to those of the underlying derivative contract and this contract is not classified at fair
value through profit and loss.

2.3.2 Instruments not used for hedging
Realised and unrealised gains and losses on derivative financial instruments classified by Rabobank as held-for-trading are

recognised under “Trading income’

2.3.3 Hedging instruments

Rabobank also uses derivative financial instruments as part of balance sheet control to manage its interest rate risks, credit

risks and foreign currency risks. Rabobank makes use of the possibilities provided by the EU through the carve-outin IAS

39. The carve-out facikitates the application of fair value portfolic hedge accounting io certain positions. Buckets are used

to measure effectiveness.

On the date of concluding a derivative contract, Rabobank can designate certain derivative financial instruments as (1) a

hedge of the fair value of an asset or liability on the balance sheet {fair value hedge), as (2) a hedge of future cash flows

attributable to an asset or liability on the balance sheet, an expected transaction or a non-current liability {cash flow

hedge), or as (3} a hedge of a net-investment in a foreign entity (net investment hedge). Derivative financia! instruments

can be qualified as hedging instruments if certain criteria are met.

These criteria include:

- Formal documentation of the hedging instrument, the hedged item, the objective of the hedge, the hedging strategy
and the hedge relationship before applying hedge accounting;

- The hedge is expected to be effective (in a range of 80% to 125%) in offsetting changes in the hedged item’s fair value or
cash flows attributable to the hedged risks during the entire reporting pericd; and

- The hedge is continuously effective from inception onwards.

Changes in the fair value of derivative financial instruments that are designated as fair value hedges and are effective in

relation to the hedged risks are recognised in profit and loss, together with the corresponding changes in the fair value of

the assets or liabilities hedged against the risks in question.

If the hedge na lenger meets the criteria for hedge accounting (according to the fair value hedge model), any adjustment

1o the carrying amount of a hedged interest-bearing financial instrument is amortised through profit and loss until the end

of the hedged pericd. Any adjusiment to the carrying amount of a hedged equity instrument is recognised under ‘Profits

and losses not disclosed in the profit and loss account’ until disposal of the equity instrument.




Changes in the fair value of derivative financial instruments that are designated and qualify as cash flow hedges and that
are effective in relation to the hedged risks are recognised in the hedging reserve included under equity (see note 10).

The non-effective part of the changes in the fair values of the derivative financial instruments are recognised in profit and
loss. If the forecast transaction or non-current liability results in the recognition of an asset or a liability, any deferred gain or
loss included in equity is restated to the initial carrying amount {(cost) of the asset or liability. In ali other cases, deferred
amounts included in equity are taken 1o the profit and loss account and are classified as income or expenses in the periods
in which the hedged non-current liability or forecast transaction had an effect on profit and toss,

Certain derivative contracts, although they are economic hedges in relation to the managed risk positions taken by
Rabobank, do not qualify for hedge accounting under the specific IFRS rules. These contracts are therefore treated as
derivative trading financial instruments.

The fair value of derivative financial instruments held for trading and hedging purposes is disclosed in note 10, Derivative
financial instruments and other trade liabilities’

24 Trade liabilities and other liabilities at fair value through profit and loss

2.4.1 Trade liabilities

Trade liabilities are mainly negative fair values of derivative financial instruments and delivery obligations arising on short
selling of securities. Securities are sold short to realise gains from short-term price fluctuations, The securities needed te
settle the short selling are acquired through securities leasing or sale and repurchase agreements. Securities sold short are
recognised at fair value at the balance sheet date,

2.4.2 Other liabilities at fair value through profit and loss

Other liabilities at fair value through profit and loss include certain financial liabilities that Rabobank does not intend to sell,
but which it designated as held for trading on initial recognition and recognised at fair value. Changes in the fair value of
these financial liabilities are recognised in profit and loss for the period in which they arise.

2.5 Trading financial assets

Trading financial assets are acquired to realise gains from short-term fluctuations in the prices or margins of traders, or form
part of a portfolio that regularly generates short-term gains. These assets are valued at fair value based on quoted bid prices.
Any realised and unrealised gains and losses are included under ‘Trading income! Interest earned on trading financial assets
is recognised as interest income. Dividends received on trading financial assets is recegnised as dividend income.

All purchases and sales of trading financial assets that have to be delivered within a period prescribed by regulations or
market convention are recognised at the transaction date. Other trading transactions are recognised as derivative financia!
instruments until the date of settlement.

2.6 Non-trading financial assets and liabilities at fair value through profit and loss

Rabobank has opted to classify financial instruments not acquired or entered into for realising gains from short-term
fluctuations in traders’ prices or margins at fair value through profit and loss, These financial assets are carried at fair value.
Interest earned an assets with this classification is recognised as interest income and interest due on liabilities with this
classification is recognised as interest expense. Dividends received on the financial assets are included under dividend
income. Any other realised and unrealised gains and losses on revaluation of these financial instrumenits at fair value are
included under‘Net income from non-trading financial assets and liabilities at fair value through profit and toss.




2.7 Available-for-sale financial assets

Management determines the appropriate classification of a financial asset on the date of acquisition,

Financial assets that are intended to be held indefinitely and could be sold for liquidity purposes or in respanse to changes
in interest rates, exchange rates or share prices are classified as available for sale.

Available-for-sale financial assets are initially recognised at costs (including transaction costs). These assets are
subsequently revalued at fair value based on quoted bid prices or values derived from cash flow models. The fair values of
unlisted equity instrL‘Jments are stimated based on appropriate price/earnings ratios, adjusted to refiect the specific
circumstances of the respective issuers. Any unrealised gains and fosses from changes in the fair value of available-for-sale
financial assets are recognised in equity unless they relate to amortised interest. If such financial assets are disposed of or
suffer impairment losses, the adjustments to fair value are recognised in profit and loss as gains or losses on available-for-
sale financial assets.

An impairment loss is recognised on a financial asset if its carrying amount exceeds its estimated recoverable amount.
The recoverable amount of an insirument carried at fair value is the present value of the expected future cash flows,
discounted at the current market interest rate on a comparable financial asset.

All purchases and sales made in accordance with standard market conventions for available-for-sale financial assets are
recognised at the transaction date. All other purchases and sales are reccgnised on the seitlement date.

2.8  Held-to-maturity financial assets

Financial assets with fixed terms and cash flows are classified as held-to-maturity financial assets, provided management
intends to keep them for their full terms and is in a position to do so. Management determines the appropriate classification
for its investments on their acquisition dates.

Held-to-maturity financial assets are carried at amortised cost based on the effective interest method, net of provisions for
impairment losses.

Interest earned on held-to-maturity financial assets is recognised as interest income. All purchases and sales made in
accordance with standard market conventions for held-to-maturity financial assets are recognised at the date of settlement.
All other purchases and sales are recognised as forward derivative contracts until their dates of seitlement.

2.9 Repurchase and reverse repurchase agreements

Financial assets that are sold subject to related sale and repurchase agreements are included in the financial statements
under 'Trading financial assets’ and ‘Available-for-sale financial assets: The liability to the counterparty is included under
‘Due to other banks and 'Due to customers' depending on the application.

Financial assets acquired under reverse sale and reverse repurchase agreements are recognised as:

- Due from other banks, or

- Loans to customers,

depending on the application. The difference between the selling and repurchasing price is recognised as interest income
or expense over the term of the agreement, based on the effective interest method.

2.10 Securitisations and other derecognition constructions

Rabobank securitises, sells and carries various financial assets. Those assets are sometimes sold to special purpose entities,
which then issue securities to investors. Rabobank has the option of retaining an interest in sold securitised financiai assets
in the form of subordinated interest-only strips, subordinated securities, spread accounts, servicing rights, guarantees, put
options and call options, and other constructions.




A financial asset (or a portion of it} is derecognised if:
- the rights to the cash flows from the asset expire;
- the rights to the cash flows from the asset and a substantial portion of the risks and benefits of ownership of the
asset are yransferred;
a cormmitment to transfer the cash flows from the asset is presumed and & substantial portion of the risks and benefits
are transferred;
- not all the risks and benefits are retained or transferred; however control over the asset is transferred.
If Rabobank retains control over the asset but does nat retain a substantial portion of the rights and benefits, the asset is
recognised in proportion to the continuing involvement of Rabobank. A related liability is also recognised to the extent of
Rabobank's continuing involvement. The recognition of changes in the value of the liability corresponds to the recognition
of changes in the value of the asset.
If 3 transaction does not meet the above conditions for derecognition, it is recognised as a ioan for which security has
been provided.
To the extent that the transfer of a financial asset does not qualify for derecognition, the transfer doas not result in
Rabobank’s contractual rights being separately recognised as derivative financial instruments if recognition of these
instruments and the transferred asset, or the liability arising on the transfer, were to result in double recognition of the
same rights or obligations.
Gains and losses on securitisations and sale transactions depend partly on the previous carrying amounts of the financial
assets transferred. These are allocated to the sold and retained interests based on the relative fair values of these interesis at
the date of sale. Any gains and losses are recognised through profit and loss at the time of transfer.
The fair value of the sold and retained interests is based on quoted market prices or calculated as the present value of the
future expected cash flows, using pricing models that take into account various assumptions such as credit fosses, discount
rates, yield curves, payment frequency and other factors.
Rabobank decides for each securitisation transaction whether the securitisation instrument should be included in the
consolidated financial statements. For this purpose, it performs an assessment by taking a number of factors into
consideration, for example the activities of the SPE, decisien-making powers and the allocation of the benefits and risks
associated with the activities of the SPE.

2.11 Netting of financial assets and liabilities

Financial assets and liabilities are set off and the net amount is transferred to the balance sheet if a legal right to set off the
recognised amounts exists and it is intended to settle the expected future cash flows on a net basis, or 1o realise the asset
and settle the liability simulianeously.

2.12 Foreign currencies

2.12.1 Foreign entities

ltems included in the financial statements of each entity in the Group are carried in the currency that best reflects the
economic reality of the underlying events and circumstances that are relevant for the entity (‘the functional currency’).
The consolidated financial statements are presented in euros, which is the parent company’s functional currency.

Gains, losses and cash flows of foreign entities are translated into the presentation currency of Rabobank at the exchange
rates on the transaction dates, which are approximately equal to the average exchange rates. For balance sheet purposes,
they are translated at closing rates, Translation differences arising on the net investments in foreign entities and on loans
and other currency instruments designated as bedges of these investments are recognised in equity. If a foreign entity is
sold, any such translation differences are recognised in profit and loss as part of the gain or loss on the sale.




Goodwill and fair-value adjusiments arising on the acquisition of a foreign entity are recognised as assets and liabilities of
the foreign entity and are translated at the closing rate.

2.12.2 Transactions in foreign currencies

Transaciions in foreign currencies are translated into the functional currency at the exchange rates ruling at the transaction
date. Translation differences arising on the settlement of such transactions or on the translation of monetary assets and
liakilities denominated in foreign currencies are recognised in profit and loss, unless they are recognised in equity as
qualifying cash flow hedges.

Translztion differences on debt securities and other monetary financial assets carried at fair value are included under
foreign exchange gains and losses. Translation differences on non-monetary items such as equity instruments held for
trading are recognised as part of the fair value gains or losses. Translation differences on available-for-sale non-monetary

items are included in the revaluation reserve reported under equity.

213 |Interest

interest income and expenses for all interest-hearing instruments are recognised in profit and loss according to the
allocation principle, with the effective interest method being applied to the actual purchase price. Interest income includes
coupons relating to fixed-interest financial assets and trading financial assets, as well as the cumulative premiums and
discounts on government treasury securities and other cash equivalent instruments. if any loans suffer impairment losses,
they are written down to their recoverable amounts and the interest income recognised henceforth is based on the

discount rate for calculating the present value of the future cash flows used to determine the recoverable amounts.

2.14 Fees and commission

Income from asset management activities cansists mainly of unit trust, fund management commission and administration.
Income from asset management and insurance brokerage is recognised as earned when the services are provided.

Fees and commission are generally recognised according to the allocation principle. Fees and commission received for
negotiating a transaction, or taking part in the negotiations, on behalf of third parties, for example the acquisition of a
portfotio of loans, shares or other securities, or the sale or purchase of companies, are recognised at completion of the

underlying transactions.

2.15 Loans to customers and due from other banks

Loans 1o custamners and due from cther banks are not derivative financial instruments with fixed or defined payments, not
listed on an active market, apart from such assets that Rabobank classifies as trading, at fair value on initial recognitions
with changes recognised through profit and loss, or as available for sale. These loans and receivables are measured at
ameortised cost, including transaction costs.

A value adjustment, for losses on loans, is recognised if there is objective evidence that Rabobank will not be able o collect
all amounts due under the original terms of the contract. The size of the reserve is the difference between the carrying
amount and recoverable amount, which is the present value of the expected cash flows, including ameounts recoverable
under guarantees and sureties, discounted at the original effective rate of interest of the loans.

The value adjusiments for loans includes losses if there is objective evidence that losses are attributable to some porticns
of the loan portfolio at the balance sheet date. These are estimated based on the historical pattern of losses for each
separate portion, the credit ratings of the borrowers, and taken into account the actual economic conditions under which
the borrowers conduct their activities. If a loan is not collectible, it is written off from the related value adjustments for losses
on loans. Any amounts subsequently collected are included under the itern 'Value adjustments’ on the profit and loss account.




2.16 Goodwill and other intangible assets

2.16.1 Goodwill

Goodwill is the amount by which the acquisition price paid for a subsidiary or associate exceeds the fair value on the
acquisition date of Rabobank’s share of the net assets and the unconditional liabilities of the entity acquired. Goodwill on
acquisitions made on or after 1 January 2004 is recognised on the balance sheet as an intangible asset net of any
impairment losses. Impairment tests are performed annually 1o determine whether impairment has occurred. Goodwill on
the acquisition of a subsidiary made before 1 January 2004 was charged directly to equity. Goodwill in such case has not
been capitalised retrospectively, as allowed under IFRS.

2.16.2 Software development costs

Costs related to the development or maintenance of software are recognised as an expense at the time they are incurred.
Costs directly incurred in connection with identifiable and unique software products over which Rabobank has control
and that will probably provide economic benefits exceeding the costs for longer than a year are recognised as intangible
assets. Direct costs include the employee expenses of the software development team and an appropriate portion of the
relevant overhead.

Expenditures that improve the performance of software compared with their original specifications are added to the
original cost of the software, Software development costs are recognised as assets and amortised on a straight-line basis
over a period not exceeding three years.

2.16.3 Insurance contracts acquired as part of a business combination or portfolio transfer

The fair value (present value of the expected future cash flows} of contractual insurance rights and obligations are capitalized
as intangible assets and amortised over the term of the contract, which is generally between 2 and 5 years. Rabobank
performs each year an impairment test based cn the expected future cash flows from the acquired insurance contracts.

An impairmeni loss is recognised if the expected future profits do not justify the carrying amount of the asset.

2.16.4 Impairment losses on goodwill and other intangible assets

At each balance sheet date, Rabobank assesses whether there are indications of impairment of other intangible assets.

If such indications exist, impairment testing is carried out to determine whether the carrying amount of the other intangible
assets is fully recoverable. An impairment loss is recognised if the carrying amount is greater than the recoveradle amount.
Goodwill and software under development are tested for impairment each year at the batance sheet date.

2.17 Property and equipment

Equipment (for own use) is recognised at historical cost net of accumulated depreciation and impairments if applicable.
Property (for own use) represenis mainly offices and is also recognised at cost less accumulated depreciation and
impairments if applicable.

Straight-line deprecation is applied to these assets in accordance with the schedule below. Each asset is depreciated to its

residual value over its estimated useful life:

- Land Not depreciated
- Buildings 25 - 40 years
Equipment, including the following:

- Computer equipment 1 -3 years

- Other equipment and vehicles 3-8 years




Rabobank reqularly assesses whether there are indicaticns of impairment of property and equipment. If the carrying amount
of an asset exceeds its estimated recoverable amount, the carrying amount is written down immediately to the recoverable
amount. Gains and losses on the disposal of items of property and equipment are determined in proportion to their
carrying amounts and taken into account when determining the operating result. Repair and maintenance work is charged
to profit and loss at the time the costs are incurred. Expenditures on extending or increasing ihe benefits from land and
buildings compared with their original benefits are capitalised and subsequently depreciated. Finance expenses incurred

during the creation of an asset for use or sale are charged to profit and loss for the period in which they are incurred.

2.18 Investment properties

Investment properties, mainly office buildings, are held for their long-term rental income and are not used by Rabobank or
its subsidiaries. Investment properties are recognised as long-term investments and included on the balance sheet at cost,
net of accumulated depreciation and impairment.

Investment properties are depreciated in accordance with the terms of the underlying lease contracts.

2.19 Work in progress

Work in progress is included in‘other assets’on the balance sheet. Work in pragress relates to commercial real-estate
projects as well as sold and unsold housing projects under construction or planned and is carried at cost plus allocated
interest, net of provisions as necessary. Instatments invoiced to buyers and customers are deducted from work in progress.
If the balance for a project is negative (the amount of the invoiced instalments exceeds the capitalised costs), the balance
of that project is reclassified as ‘other liabilities.

Gains and losses are recognised based on the percentage of completion method,

220 Leases

2.20.1 Rabobank as lessee

Leases refating to property and equipment under which substantially all the risks and benefits of ownership are transferred
to Rabobank are classified as finance leases. Finance leases are capitalised at the inception of the lease at the fair value of
the leased assets or, if lower, at the present value of the minimurm lease payments. Lease payments are apportioned between
the lease liability and the finance charges, so as to achieve a constant rate of interest on the remaining balance of the
liability. The correspending lease liabilities are included under other loans, after deduction of finance charges. The interest
components of the finance charges are recognised in profit and loss over the term of the lease. An item of property and
equipment acquired under a lease agreement is depreciated over the useful life of the asset or, if shorter, the term of the lease.
Leases under which a substantial portien of the risks and benefits of ownership of the assets are retained by the lessor are
classified as operating leases. Operating lease payments (less any discounts given by the lessor) are charged to profit and
loss on a straight-line basis over the term of the lease.




2.20.2 Rabobank as lessor

Finance leases

If assets are leased under a finance lease, the present value of the lease payments is recognised as a receivable under
‘Due from other banks or ‘Loans to customers. The difference between the gross receivable and the present value of the
receivable is recognised as unearned finance income. Lease income is recognised as interest income over the term of the

lease using the net investment method, which results in a constant rate of return on the investment.

Operating leases
Assets leased under operating leases are included on the balance sheet under Property and equipment The assets are
depreciated over their expected useful lives in line with those of comparable items of property and equipment. Rental income

(less discounts granted to lessees) is recognised under ‘Other income’ on a straight-line basis over the term of the lease.

2.21 Provisions

Provisions are recognised if Rabobank has a present obligation {legal or constructive) as a result of a past event, itis
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the